Department of Defense

DIRECTIVE

February 2, 1991
NUMBER 7600. 2

|G DOD
SUBJECT : Audit Policies

Ref er ences: (a) DoD Directive 7600.2, subject as above,
January 26, 1990 _

(b) DoD Directive 7600.7, “DoD Internal Audit
St andards, Policies, and Procedures, " October 31,
1983 (hereby cancel ed) _ _

(c) DoD Directive 7600.9, “Contracting for Audit
Services, " May 8, 1985 (hereby cancel ed)

(d) Of ice of Managenent and Budget Circul ar No.
A-73 , “Audit of Federal Operations and Prograns,
June 20, 1983

(e) through (old) , see enclosure 1

A. REI sSUANCE AND PURPQOSE

This Directive;

1. Reissues reference (a) to update DoD policy, responsibili-
ties, and procedures.

2. Supersedes references (b) and (c)
3. Inplenments reference (d) ; Conptroller CGeneral ( CG of the
United States Panphlet (reference (e) ) ; and DoD Directive 5106.1
(reference (f) ) .

. Continues the authorization to publish DoD 7600. 7-M (refer-
ence’(g) ) , consistent with DoD 5025. 1-M (reference (h) ) .

B. APPLICABILITY

This Directive applies to the Ofice of the Secretary of
Def ense %osn) , the Mlitary Departnents; the Chairman of the Joint
Chiefs of Staff and the Joint Staff; the Unified and Specified
Conmmands; the Inspector General of the Departnent of Defense ( IG
DoD) ; the Defense Agencies; and DoD Field Activities (hereafter
referred to collectively as “DoD Conponents”) . The term"Mi 1 itary
Services, " as used herein, refers to the Arny, the Navy, the Air
Force, and the Marine Corps.

C. DEFINTION

DoD Audit Organizations. The Ofice of the IG, DoD (0IG, DoD) ;
t he Defense Contract Audit Agency (Dcaa) ; the elenents of the U S.
Arnmy Corps of Engineers (USACE) that perf orr'contract audits; the
internal audit and internal review organi zations of the DoD Conpo-
nents; and the m 1 itary exchange and nonappropr iated fund audit
or gani zat i ons.




D. PAICY
It 1s DoD policy:

-1, To provide adequate audit coverage of all DoD organiza-
tions, programs, activities, and functions as an integral part of
t he DoD managenent system

2. To conduct independent eval uations of DoD prograns and
operations and to determ ne whet her:

a. Internal control systens are adequate.
b. Information is reliable.

I ’ c. Applicable laws, regulations, and policies are fol-
owed.

0. Resources are safeguarded and nanaged econom cally and
efficiently.

e. Desired programresults are achieved.

_ 3. To inprove the efficiency and effectiveness of the DoD
Internal audit activities through the devel opnent and i npl enen-

tation of uniform standards, policies, and procedures. This
Directive continues to authorize the publication of DoD 7600.7-M
(reference (g)), which provides guidance on the basic audit
policies consistent wth DoD Directive 5106.1 and Pub. L. 95-452
(references (f) and (i1)).

E. RESPONSIBI LI TIES

1. The Inspector (General of the Dewartment of Defense shall:

a. Establish and nonitor adherence to standards, policies,
and procedures for the performance of audits in the Departnent of
Def ense under references (f) and (i), and shall nonitor whether DoD
audit organi zations are provided adequate resources to acconplish
assigned functions.

_ ~b. Provide audit poli
ni zations for inproving the ef
of DoD audit operations.

cy guidance for all DoD audit orga-
ficrency, effectiveness, and quality

~¢c. Conduct reviews of DoD audit organizations to eval uate
the efficiency and effectiveness of operations and to ensure
conpliance with DoD auditing standards, policies, and procedures.
The reviews may be conducted with OIG resources or b%OBeer revie’'w
t eans conposed of representatives fromthe various audi t
or gani zat i ons.

d. Ensure that audit responsibilities are assigned for
all DoD prograns and operations, particularly those prograns that
have inter-Service inplications; e.g., executive agent and single
manager arrangenents.

e. Develop, publish, and maintain reference (Q)
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_ f. Establish(?uidelines for determ ni ng when non- Feder al
audi tors shoul d be used.

. 1Take appropriate steps to ensure that work perforned
by non-Federal auditors conplies with auditing standards estab-
| 1 shed by the CG of the United States.

_ h. Performinternal audits of and provide internal audit
services to the OSD;, the Chairman of the Joint Chiefs of Staff
(cgcs); the Unified Commands and their mlitary assistance advisory
groups and m ssions; and the Defense Agenci es.

_ 1. Performaudits of selected aspects of operations
| nvol ving two or nore DoD Conponents (inter-Service audits) wthin
t he DoD Conponents.

_ ~ j. Performaudits of the entire procurenent process,
| ncl udi ng those that eval uate the perfornmance of contractors and
DoD procurenent and contract admnistration officials.

k. Performaudits of activities, prograns, or functions
solely within one of the MIlitary Services if the cognizant MIi -
tary partment audit activity is unable to provide the audit
cover age needed.

_ 1.  Conduct other audits as the |G DoD, considers appro-
priate.

2. The Conptroller of the Departnent of Defense shall, in
accordance wth DoD Directive 5118.3 (reference (]J)) , exercise
authority, direction, and operational control over the :

I ncl udi ng responsibility for the effectiveness and scope of the
Agency’s activities.

3. The Director of the Defense Contract Audit Agency shall
provide contract audit functions worldwde for all DoD Conponents,
as prescribed in DoD Directive 5105.36 (reference (k)).

4. The Secretaries of the Military Departnents shall maintain
authority, direction, and operational control over their internal
audit and internal review organizations; shall ensure their effec-
tthland efficient operation consistent wwth this Directive; and
shal | :

a. Except as provided in paragraphs E.1.h. through E.x.1.,
above, exercise internal audit cogni zance of the Specified Commuands
and of MIlitary Departnent conponents of the Unified and subordi -
nate Unified Conmands.

~b. Ensure that all internal audit responsibilities wthin
a mlitary exchange systemare inplenmented by a single exchange
audit organi zation to avoid duplication.

_ c. Ensure internal audit responsibilities wthin each
NIIltarg Department are inplemented by a single audit organization
headed by a civilian Auditor General.



5, The Heads of DoD components, in their relationships wth P
DoD audit organi zations, shall: FA

a. Reco?nize and support the audit function as an i npor-
tant el ement of the nmanagerial control system and fully use audit
services and results.

b. Assist the auditor in determning what security clear-
ances shall be needed and, when appropriate, brief the auditor for
access to special access prograns.

c. Assist the auditor in obtaining full and tinmely access
to such contractor personnel, facilities, and records, as provided
for under applicable |aws, regulations, and contract provisions.

~d. Provide suitable office space and facilities or render
appropriate assistance to the audit organi zations in obtaining an
acceptabl e work site.

_ e. Provide pronpt, responsive, and constructive nmanagenent
consi deration and comments to the draft findings and reconmmenda-
tions devel oped during the course of an audit, to the draft audit
reports, and to the auditor’s estimates of the related nonetary
benefits, 1ncluding those devel oped through the use of statistical
sampling methods. Policies and procedures on the followup Of
findings and recommendations in final audit reports are in DoD
Directives 7650.3 and 7640.2 (references (1) and (m).

f. Provide their audit organizations wth resources (per- P
sonnel and funds) necessary for the effective and efficient accom-
plishment of assigned audit functions.

g. for JoD 7600.7-M (reference (g)), ensure adherence;
recommend changes to the |G D; coordinate on changes proposed
by the Ofice of the Assistant |nspector General for Audit Policy
and Oversight, O G DoD (oarc (APO), o016, DoD); and update regu-
larly their DoD Conponentts distribution requirenents.

F.  PROCEDURES

_ 1. Internal Audit. The overall objective of internal audit
s to assist DoD managenent in attaining its goals by furnishing
| nformation, analyses, appraisals, and recommendations pertinent
to DoD managenent duties and objectives. Auditors shall inde-
pendently and objectively anal yze, review, and eval uate existing
procedures, controls, and performance relating to organizations,
activities, prograns, and functions; and constructively shall
present conditions, conclusions, and recomendations so as to --
stimulate or encourage corrective action.

2. Internal Review. The DoD Conponents may establish internal
review organi zations to provide |ocal commanders with an internal
audit capability to.resolve known or suspected problem areas and
operational deficiencies and to supplement the audit services pro-
vided by the cognizant internal audit organization. Their overall
function is to furnish the commander with an independent and objec-
tive evaluation of operations and related internal controls. e
Internal review staft shall not be used to perform operating tasks.
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| nternal review organi zations may be used to performaudit Iiaison
and audit followup on internal audits by others and to assist com
manders in evaluating the adequacy of vulnerability assessnents
and internal control reviews. The cognizant internal audit orga-
ni zation shall provide audit policy and technical and training
assi stance, and shall conduct periodic evaluations of the effec-
tiveness of internal review organizations.

3. Contract Audit

_ ~a.  Contract auditors review contractor records to pro-
vi de i ndependent audit services to DoD procurenment and contract
adm ni stration officials for use in the negotiation, admnis-
tration, and settlenment of contracts and subcontracts. That
Il nvol ves the audit, exam nation, and review of contractors’ and
subcontractors’ accounts, records, docunents, systems, and ot her
evidence to determ ne the acceptability of actual or proposed
costs for Government contracts or subcontracts.

b. The DoD internal audit organizations are responsible
for auditing the performance of DoD procurenent and contract
adm ni stration officials.

4, Audit Standards. In the perfornmance of audits of DoD
progranms and operations, DoD audit organizations shall conply wth
t hose standards and policies iIssued under OMB Circular No. A-73
and the cG of the uUnited States Panphlet (references (d) and (e)) ;
the Presidentts Council on Integrity and Efficiency; and the I G

DoD. Standards, policies, and procedures to .be followed by inter-
nal audit organi zations are discussed in DoD 7600.7-M (reference
9).) Policies and procedures dealing with audits of nonappro-

riated fund instrunentalities and with audits of State and | ocal
overnments are in DoD Instruction 7600.6 and DoD Directive 7600. 10
references (n) and (0)), respectively. The DoD contract audit
standards are discussed in DoD Instruction 7640.4 (reference (p)).

5. 1ndependence. To obtain the greatest benefit from audits,
DoD audit organi zations and individual auditors shall be free from
personal and external inpairnments to independence and shall be
| ndependent organi zationally. Except for the DCAA and internal
review, each DoD audit organization shall report to the Head of the
DoD Conponent.  The DCAA shall report to the C, DoD (DoD Directive
5118.3, reference (j)). Internal review organizations shall report
to the Head or Deputy Head of a command or activity and shall be
| ocated outside the staff or program nanagenent functions of orga-
ni zations subject to audit. The Head of the DoD audit organization
shall be permtted to nake an independent determ nation as to the
nature and scope of audits to be performed and the content of all
audit reports. Determ nations on appointnments, assignnments, nerit
paY, performance awards, or pronotions for individual audit person-
nel may not be controlled by officials froma staff or ﬁrograg1

e Tunds

managenent el enment subject to audit by, or who nanage t
subject to audit by, the audit organization.

_ 6. Audit Plans. Each audit organization shall maintain an

I nventory of all areas subject to audit and grepare an annual audit
plan, in accordance wth Circular No. A-73 (reference (d)? and
applicabl e DoD policies and procedures. WManagenent needs shall

5



be considered in the developnent of internal audit plans. \en

conpl eted, the annual audit plan for internal audit organizations
shall be reviewed wth the ad or Deputy Head of the D Compo-
nent, command, or activity that has operational control over the
DoD audit organization, in accordance with reference (d) . The DCAA
contract audit plans shall be coordinated wth procurenent and
contract admi nistration organizations.

7. Coordination

a. The DoD audit organi zations shall coordi nate and coop-
erate with each other and with the General Accounting Ofice (GAO
in devel oping and carrying out approved audit plans. The DoD audit
organi zations al so shall coordi nate and cooperate with other DoD
i nvestigation, inspection, managenent, and overslﬁht groups to
avoi d duplication and to ensure effective oversight coverage of
DoD progranms and operations and effective audit followup. The DoD
audi t organi zations shall provide appropriate audit support when
such support is required by DoD investigative Agencies. Audit
t echni ques, training courses, guides, technical experts, and pl ans
shoul d be shared by DoD audit organizations. Defense-w de audit
projects may be undertaken by the |G DoD, as he or she determ nes
appropriate. Al audit assistance given within the DoD Conponents
for appropriated fund activities shall be perforned on a nonreim-
bursable basi s.

_ ~b. Nornmally, DoD internal audit and internal revieM/or%a-
ni zations shall obtain information relative to contractor records
fromthe pcaa. Wien the DCAA is unable to render requested assist-
ance wthin the specified tinmeframnes nutuallﬁ acceptable to both
organi zations, the DoD audit organi zations shall nmke arrangenents
to performthe necessary audit work thenselves. The |G DoD, has
the authority to review contractor records w thout requesting DCAA
audit assistance. The DoD internal audit organizations, which

I nclude the OFfice of the Assistant |nspector General for Auditing,
O G DoD (oAiG (aub), 01G, DoD) shal | coordinate all reviews

i nvol ving contractor records with the DCAA and the appropriate con-
tract admnistration office to avoid duplication of work.

8. Prevention Activities. Wiile DoD auditors shall be con-
cerned wth both the prevention and detection of fraud, waste, and
abuse, the primary engha5|s of DoD audit activities shall be in the
area of prevention. he greatest benefit provided by DoD audit
activities is the identification of opportunities to reduce the
cost of DoD prograns and operations and to Erevent t he unnecessary
or uneconom cal expenditure of DoD funds. ffective internal
control systens are critical to ensuring that DoD program objec-
tives are achieved and to | essening the opportunity for fraud, --
waste, and abuse in DoD prograns and operations. ~ Except in unusual
circunmstances, internal auditors shall evaluate and report on
internal controls during every audit. Additionally, the auditors
shall evaluate and report on how well managenment has i npl enented
an internal control program Audit guidance for those eval uations
s in DoD 7600.7-M (reference (g)).
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9. Fraud and Improper Conduct

a. An assessnent shall be nade of conpliance with appli -
cable requirenents of |aws and regul ati ons, when necessary, (o0
satisfy the audit objectives. Auditors shall design the audit to
provi de reasonabl e assurance of detecting errors, abuse, or illegal
acts that could significantly affect the financial statenments or
audit objectives. Auditors shall be alert to situations or trans-
actions that could be indicative of abuse or illegal acts. Wen
auditors becone aware that fraud or illegal acts may exist, such
matters shall be referred pronptl¥bto t he appropriate DoD I nvesti -
gative a?ency I n accordance with D Instruction 5505.2 (reference
(@) . IT an auditor beconmes aware of acts by DoD or contractor
enpl oyees that involve significant nonconpliance wth DoD regul a-
tions or other inproper conduct, those matters shall be reported
| medi ately to appropriate senior DoD officials.

_ b. Enpl oyees of DoD audit organi zations shall_conglg fully
wth the standards of conduct provisions of DoD D rective 5500.7
(reference (r)) and their DoD Conponents’ inplenenting regul ations.

c. Pub. L. 100-690 (reference (s)) added Section 1516 to
18 u.s.c. (reference (t)), nmaking it a felony for anyone, wth
Intent to deceive or defraud the United States, to endeavor to
I nfl uence, obstruct, or |nPede a Federal auditor in the perform
ance of official duties re atlng to a person receiving in excess
of $100,000 directly or indirectly fromthe United States in any
| -year period under a contract or subcontract. The term “Federal
auditor” neans any person enployed on a full= or part-tine or
contractual basis to performan audit or a quality assurance
| nspection for or on behalf of the United States.

10. Qualifications and Training. The DoD audit organizations
shal| be organi zed and staffed so that professional audit services

can be rendered to all levels of nanagenment. The DoD audit organi -
zations shall possess or obtain the skills and know edge to perform
their audit functions effectively. Adequate training shall be

provided to maintain and enhance the professional capabilities of
the audit staff. Al auditors responsible for ﬁlann|ng, di recting,
conducting, or reporting on Governnent audits shall conplete every
2 years at |east 80 hours of continuing education and training

that contribute to the auditor's professional proficiency. At

| east 20 hours should be conpleted in any 1 year of the 2-year

peri od. | ndi vi dual s responsi bl e for planning, directing, conduct-

I ng substantial portions of the field work, or reporting on the
Governnment audit shall conplete at |east 24 of the 80 hours of-
continuing education and training in subjects directly related to
the Governnent environment and to vaernnEnt_audltln?. The Head

of each DoD central internal audit organization shall be a highly
qual i fied professional nmanager with at |east 5 years of profes-
sional experience in either accounting or auditing. Wen selecting
I ndividuals to fill those positions, audit experience shall be
given prinmary consideration because of the duties entailed in
managi ng a |arge DoD audit organization. Additionally, all audit
personnel assigned to an audit organization in an audit supervisory
or audit managerial capacity shall have a strong know edge and
indepth experience in auditing standards and practi ces.



112. Audit Repor

ts
_ a. Audit results shall be regorted pronptly to be of
maxi mum use. Interimreporting shall be used, iIf needed, to_brlnﬁ
urgent matters to the attention of appropriate officials during the

course of the audit.

b. Recommendations shall be nmade to the | owest |evel that
has the capability to take corrective action. Except for preaward
audits of proposed contract costs, or audits perforned-in suEport
of a crimnal investigation, the audited activity normally should
be provided with a draft audit report and given an opportunity to
present its views on the audit findings, recomrendations, and
potential nonetary benefits. The views of the audited activit
shall be made in witing. The final audit report shall presen
the audited activity's position fairly, together with the audit

organi zat | on’fs EOSI tron on any nonconcurrence or nonresp_onsi ve
t

comment s. | e audited activity's position is not received on
a timely basis, the report shall be issued w thout managenent’s
Vi ews.

c. Copies of internal audit reports and the summaries
prepared by the internal audit organi zations and issued to DoD
Conponent adquarters and maj or and internedi ate conmmands shal |
be distributed to the OG DoD. Copies of audit reports issued by
the internal audit organizations to | ower |evels shall be furnished
to the OG DoD, in accordance with procedures prescribed by that
office. Related audit morklng papers, docunents, and files shall
be retained for a m ni num of years after issuance of the final
audit report and shall be nmade available to the O G DoD, on
request tor review by representatives of that office. Al such
material shall be controlled and safeguarded in accordance with
applicable security policies, practices, and, procedures.

d. Draft audit reports and ot her working papers normally
shall not be rel eased to persons or organizations outside the
Department of Defense. On request, final audit reports shall
be provided by DoD audit organizations to DoD Conponents, other
Federal Agencies, the GAO and the Congress, when required for the
performance of Governnment functions.

e. The pubtic release of final audit reports shall be
handl ed in accordance Wi th DoD Directive 5400. 7, D 5400. 7- R,
DoD Directive 5200.1, DoD 5200.1-R, and Pub. L. 86-36 (references

(u) through (y)).

12. Audits for Other Federal Agencies and Governnents.
Contract and internal audits may be perforned for other Federal _
Agenci es or foreign governnents in accordance with existing agree-
ments. Those audits may not interfere unduly with performance of
the required DoD audit responsibilities. Audit service for other
Federal Agencies and foreign governnents shall be rei nbursabl e at
cost , except that the services may be provided for other Federal
Agencies wthout charge if the work required is not extensive and
can be performed within the existing capability of the DoD Com
ponent without additional costs. Audits also may be perforned
for foreign governnents on a nonrei nbursable basis if a prior
agreenent exists waiving the costs for such services.

8
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13. Issuance of 16, DoD,__ Subpoenas, The IG DoD, has the sta-
tutory authority to issue subpoenas to any person, corporation, or
entity except a Federal Departnent or Agency for the production of
all 1 nformation, docunents, reports, answers, records, accounts,
papers, and other data and docunentary evidence necessary for the
performance of the functions assigned by Pub. L. 95-452 (reference
U)J_. An 16, DoD, subpoena may be requested by the Head of a Doll
audit organization to obtain materials necessary in furtherance
of the oIg, DoD, functions. |f the 16, DoD, determ nes the audit
to be in furtherance of an o1g, DoD, function and is otherw se
appropriate, the 16, DoD, may i1ssue a subpoena and, thereby, desig-
nate the matter in which the subpoena is 1ssued as an “lnspector
Ceneral Assigned Audit.® Regular status reports to the 16, DoD,
shall be required in addition to a report on the materials obtalned
I n conpliance with the subpoena.

14. Contracting for Audit Services

_ a. The DoD Conmponents shall not contract for audit
services, as defined in OMB Crcular No. A-73, Chapter 2 (refer-
ence (d)) , unless expertise required to perform the audit is not
avai |l abl'e wthin the DoD audit organlzatlon_or tenporary audit
assistance is required to neet audit reporting requirenents man-
dated by |aw or D Regul ation. The exception to that policy is
audi t of nonappropriated funds and related activities authorized
by DoD Instruction 7600.6 (reference (n)). No DoD Conponent shall
contract for quality assurance reviews of internal audit, internal
review, or contract audit orPanlzatlons W t hout the prior approval
of the 016G, DoD. Foreign mlitary sales trust funds are not con-
si dered nonappropriated funds under this Directive.

_ b. Policy and guidance for the DoD audit organizations
relative to the nonitoring of audit services provided by non-
Federal auditors is in DoD 7600.7-M Chapter 20 (reference (g)).
Contracts for audit services shall be awarded and adm ni stered
I n accordance wth the FAR and the DFARS (references (z) and (aa)).

15. Access to Information

a. DoD Records and Facilities

(1) Auditors shall be granted full and unrestricted
access to all personnel, facilities, records, reports, data bases,
docunments, or other DoD infornmation or material that a properly
cl eared auditor requests as being necessary to acconplish an
announced audit objective. Al access granted or information.or
material furnished to the audit organizations shall be on a non-
rei mbur sabl e basis.

(2) Only the Head of a DoD Conponent nmay deny records
access to auditors under his or her authority. Such denials nust
be only for the reasons under which the Secretary of Defense could
deny access to the |G DoD (see reference (i)). \Wen an auditor
ot her than an o0IG, DoD, auditor iIs denied "full and unrestricted
access, the situation shall be reported through audit channels to
the Head of the DoD audit organization and through conmmand channel s
to the Head of the DoD Conponent w thin 15 workdays. The Head of
t he DoD Conponent shall make a decision on the denial 1ssue wthin



30 workdays fromthe time the auditor requested access. | f the N
Head of the DoD Conponent deens it appropriate to deny access, the A
Head of the DoD Conponent shall so advise the |G DoD, within 15

wor kdays of the final denial decision.

(%P Besi des paragraph F.i5.a., above, gui dance on
access to records and information by O G DoD, auditors is provided
by DoD Instruction 7050.3 (reference (bb)).

_ _ 4) Access to records of the cJycs by the DoD audit
gani zations ‘shall be governed by the MOU between the CICS and
e |G DoD (reference (cc)).

_ (5 To satisfy approved audit objectives, a Mlitary
Service audit organi zation may need access to records under the
%ur|sd|ct|on_of a DoD Conponent other than its own. Such requests

or information shall be honored by the DoD Conponent to which
directed, if the requestor has the necessarK security clearances.
The audit organi zati on nmaking the request should coordinate all
actions wth the audit organization that nornally has audit cogni -
zance of the DoD Conponent to which the request is directed. [f
a denial occurs, the audit organization that normally has audit
cogni zance of the DoD Conmponent involved shall be responsible for
processing the denial actions.

b. Contractor Records and Facilities

S (1) Auditors shall review all contractor records,
facilities, and internal controls necessary to render an inde-
pendent opinion on the acceptability of actual or proposed costs
charged to Governnent contracts and subcontracts.

~(2) Auditors shall request assistance fromthe
contract admnistration and procurenent organizations, when they
are denied access to contractor records. [f those organizations
are unable to obtain access, the auditor shall request the Head
of the audit organization to issue, or to request issuance of,
a subpoena for those records. |f the audit organi zation does
not have subpoena authority, the Head of the audit organization
may request the |G DoD, to issue a subpoena in accordance with
subsection F.13., above.

16. Quality Control. FEach DoD audit organization shall
establish and nmaintain an appropriate internal quality control
systemin place and shall participate in an external quality
control review at |east once every 3 years. The internal quality
control system established by the audit organization shall provide
reasonabl e assurance that the audit organi zation has inplenented
and fully conplied wth appliable auditing standards, policies,
and procedures. The external quality control reviews of the QA G
(auD), O G DoD; the DCAA, the contract audit elenent of the USACE,
and t he NIIltang Depart nent audit organi zations shall be perforned
It\a/?/ t he oaiGc (APO, G DoD. The QAIG (aup), O G DoD, and the

litary Departnent audit organizations shall performthe external
quality control reviews of the internal review and the mlitary
exchange audit organizations for which they have audit cogni zance.
The external quality control review program shall determ ne whether
the audit organization’s internal quality control systemis in

10
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pl ace and operating effectively and whether established policies
and procedures and applicable audit standards are being followed
In its audit work.

G INFORVATI ON REQUI REMENTS
The audit reports discussed in this Directive are exenpt from

| 1 censing in accordance wth DoD 7750.5-M paragraph E.4.g. (refer-
ence (old)).

H  EFFECTI VE DATE AND | MPLENVENTAT]| ON

This Directive is effective inmediately. Forward one copy of
| mpl ementi ng docunents to the Inspector General of the Departnent

of Defense wthin 120 days. —
“‘[\)”IMJ )

Donal d J. Atwood
Deputy Secretary of Defense

Encl osur e
Ref er ences
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